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tou may find this recent study of Communist Chinese 
economia ratavery prospects vorth some attention. Gur 
anabyetes conclude that, fran the purely economic point 
af view, China's prospects for achlewing stebuc as 4 
medor wacld power in this decede have vanished. They 
believe thai even a mxlerate recovery over the next 
five years will depend on resldietic rather than 
ideclogicsl management of the domestic econany. 
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PROSFECIS FOR CONPINJED NODERATE ECONOMIC HECGVERY 
COMMIT T Ca Teh 





fereral evamenia achivdiy in Communist China duprorad slightiy 
during 1062, compared with 1961, and the moet serious economic diffi. 
enlbies were eased. Chiva achieved 4a pubstential incresge iu the 
aroduction of vegetables, aweet potatoes, poultry, and fruit end a 
slight ineveage in the production of grain. In industry, production 
of some priority goods euch as egriculturel chemicals inereased, and 
inprevenente were made dn the operation of industrial planta. The 
motierate economia policies that were adopted in the wake of the dis« 
aghrously overmibitions “leap forward” of 1999-60 were conblaued 
throughout 1962, 


The outlook for the immediete future (1963-64) is for a contime 
ing noderate recovery of Industrial catput based rieluly on the fuller 
use of existing capacity, Hecaue it depends so heavily on weather 
and on the mole of the pendants, agricultural production La more 
divfieult to anticipate, Agsuming normal weather comditiona and a 
ccntinuetion of the present limited concesslone to privake eeidiwiiy 
in rural areas, agtienliural mutpat showld continwe bo eraw slowly. 

Food supplies, however, will remain stringent. 


Faced with overriding probleme of feeding a bage and geewing 
population, motertmising sgeleuliure, am relaing the Level of intiue~ 
trial jechnoloey without foriet support, China's prospects for achiev~ 
ing status sa & mejor world power in thie degade have venished, Fros- 
pecta for even moderate recovery in the next Oo yeers denend heavily on ~ 
“nether ar tot the leadership will canmtaln its shrong ideological com- 
Pelelons end combinue @ realistic course in managing the demestdc 
SCOnHy, 





« Che estimates and conclusions in this report represent the hert 
dudement of thie titties sa af LS May es 











IT. Background 


The fundamental fact fsced by economic polleymekers in Commniat 
Ghing is the exlatence af a bige and growling popoletion in combinabion 
with « relatively email amount of arable land, & low level of technol~ 
cay, and a snall amount of vandtal plant. Smmedlately after seiging 
power in Getober LG49 the Gonmaniet leaders put inte operation a pro~ 
gran for “forceadsdraft" industrislieshion of the economy. Key features 
of the program for the rapid buildup of industrial cepacity end catgut 
vere: (1) the allocation of an inereasing share of metional cutnut to 
ilavestment and (2) the importation from the USER and the Buropeen 
Satellites of complete equipment and supporting technicel services for 
wotern industrial plants. 


For this program to succeed, food production had to be continuously 
egpanded &b thea seme tine thet important rescarces were being used to 
Wild up industrial emi military strength. Lergely because the Corn 
maniet regime brought peace and orfer ta war-torn China, fond production 
through LOST did in fact kean up with the growth of populetion. The : 
regime, however, by spreading food supplies evenly over the nomd.etion 
and by reducing deaths from flood and dipease, brought shout e rapid 
increase in the rete of growth of population, and the margin between 
food production and the minimus neeia of the population remained per~ 
Viously thin. 


In 1956 the regime tried to step up the tempo of its industrializa. 
Sia program by leunching the “Leep forward." The central premise 
underlying the “leap forward" piiloseply wae thet China's buge and 
sanddly growing raral population should te treated as a major aconemic 
asset. Duriug the period of the Fire Five Yeor Plan {1953-57) the 
Soviet model af induetbrialigetion had been followed closely, and s 
Sovleb-type planning and statistical system bad begun te take shape, 

Th eontrach, the “Leap forward" was a Chinese-style economic wrogram. 
China was to "walk on t¥a Lege”; at the game time thet the infustrial- 
isution program wea to be gpeeded upg, the poasenta were to be wopdlized 
inte huge new supercellectives, cr ?oorsames,“ ami the economy was to 
be carried forward by sheer weight of nmusbers. 


The failure of the “leap forward” policies is now abundantly clear. 
Tt is apparent that the leadership nereltited ite egrioultureal policies 
to become diverted fron reality. On the badle af directives from the 
tenter, breadliidenal methoda of culbivation were replaced by peneveas 
puch as deep plowing and close plamhing. Overnigit, untrained cedres 
were placed in charte of construction of @ lige number of irrigation and 
flood eantosl prejecte; many of thase projects oreved useless ar even 
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gubbrached from production. The in@tiseriminete use of rursl Laber in 
such dubious trojects a5 the amall iron Tumnaces even led to Later 
Shortages at harvest time. This manmade demage to agriculturel produc 
tion was compounded by poor weather in 1959-41. 


At fireh the resulte for Sndustiry under the “Leap forward" secnmed 
Spectacular, but baese short-run suetesdes were achieved at the eomense 
of long-run development prospecte, Stuuderde af quality were Lowered, 
the dare and the maintenance af equipment were neglected, and political 
Pansthics rather than cometent technicians took over the planning and 
aiministration of indaetry, Hy mid-b960 a pullback from the “leap 
forward” in lmkustry wae crerdue, What might heve been an argand med 
retreat turned into 4 rout, however, when the USER unexpectadly with- 
drew ite technician and when the regime anucuntered the worst agri- 
aultural arisds in its history. 


With failures in serieuiture and industry and the lease of Goriet 
technical helo, Peking'’s hopes of achieving world tower status in this 
decade vinlahed. The traditional Communist aporoach of abl~cat emphasia 
OY extension of heavy industry ran esunter to the realities of the do-~ 
mesiic aituation and nad to be seh agide, at least temporarily, Faead 
with basic problems of overpopulation, backwardness in sgriculture, end 
& Low Level of technology in intuetry, the regime was forced during the 
winter of 1960/61 to adopt exonante policies of moderation and retrench- 
ment aiued, above sli, at encouraging recovery of agrionliural prodaction. 
‘The regime then announced that the breathing spall in the economy would 
last @ or 3 years. 


TI, Ecommic Pertormence in 1962 





A. Generet Performan 





In 1962 the modernte econcmie policies adopted in the winter of 
1660/81 were contimed, Frivate activity in agriculture end in sure) 
trade was etill vernitted. Major industrial posle included the expansion 
ef produchion te supoort agriculture and the mining and timber industries. 
Buphasle was ploced on improvement of duality, on reduction of costes, at 
ineogeages in output per worker, aod on better care of edudgmertt. 


The commanigua iesued after the LOth Plenam of the Elgbth Perty 
Congresa, which met ssaretly in Peking on G4-27 Septesber 1962, suggests 
that the retrentiuent and consolidation prevailing im LO6i and. L962 wilh 
be generally continued for the time being but thab some tightening up 
of digcioline in economic affedes is tonsidered to be necessary bo pre~ 
vent further fdeologiesl concessicnd, 8pecificelly, the Party sppeore 
to bave deetde’d (1) to retain the concepts “leap forward” and "conumanes™ 
ab least ax slogane if not as operstive galdes te policy; (2) to permit 

































no further retreat in collectiviaution of agriculture, and, ag a 

soroklary, ta reshrich private "saplielishio’ tendencies in ‘the onan 

tryside; and (3) to retain the recent enphasia on more conservative 

jeoneonies policies for imiustry, polideies which ara Sdmilax ta those 
het prevaiied in 1957. 








indicate 4 slight dmorovement: in the supply of some 
foods and Giher Goneumer gocda: and weather data suggest slightly hetber 
proving conditions during the pear fee the country as a whole, These 
bits end pleces, together whith Peking's more optimistic outleck since 
fentenber, indleste moderate impravenenh in an extremely ditieuls 
Situation. Even with ioprovemenk in 1968, sertous probleme stall res 
Wein in every major cector of on eeoncny that probably is no more pro~ 
faetive beday than 16 wae in 1557. 


B. Agricwltare 





The agrioultural situation in Commuristh China in L962 was 
slightly improved in ccmparison with the shaormally low levels of 1960 
and L9GL. Production of grain in 142 1s estimated to have tncreaged 
slipktiy and to have been equal, te the 185 million tone harvested in 
1957, when the population was about 10 percent smaller, Estimates of 
output are heed primarily on weather data, although the probabiitey 
of a somewhat Larger acrenge of Lali ersdin erope and gligktly increased 
supplies of chamiewl Tertdliser slsa hawe been taken date centieidersitien, 
fhe expected level of grain imports by China in the L96e/63 consumption 
year See sie is aAleo irdi¢estive of the inadequacy of the harvest of 
1962 [see Table 1+}. Contracts have been elyned for net deliveries of 
sbout §.3 million tons of grain during the fires 6 months of 1963 ““ 
obouwh Lhe game 25 thet dmported during the eimiler period of 1968 (see 
fehle ge"), The estimated § million tons of grain teing imported 
ducing the entire 1962/63 consumption year amounta to about 4& percent 


ef total teed grain supplies. In LOST, however, China wee » net exporter 
a? grain, 


The further decentralization of aubhority within the collective 
farm systen tn Lose (the production team of enowh 406 nongeholds is now 
the baste unt for carcring on dey~hy-day egriqultural activities and. 
Yor handling the distribution of tucome} probably had Libtie effect on 
tha cutout of rice, wheel, and miscellanesus grain, Encouragement by 


* Tonmages aré piven in metrice ‘bond througnowt this report. 
*€ Table i follewa on p. & 
ee ‘Table @ followa on p. 6. 
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Table 1 


Commuodet China: Denendence on Dyports of Selected Thema af 
Lo62 





Tatasand Metric Tags 











, Heperdence 
Total Dowmesbe From the From on, Inparta 
Production Soviet Blac tke West (Percent | 
Fook grauina b, 120, G00 115,000 af 300 £800 4 
Boubber Ao Neel. Neg. L1Lo LOG 
Chemical, fertiliser 


{ewose bagie) 3,800 2, 00 Hag. 1,400 ko 





4, Detea are rounded, 
b, Pood graina include tubers, on the bala of 4 tone of tubere tedng equive» 
Lent to L tan of grein, 

c. Aveileble for human consamption after an estimated deduction of akouk two~ 
fifths trod a grose cibpub af 145 million tong. This deduction accounts for 
losses resuliing from the milling of grain, from handling, and from demage in 
transportation and sterege and for such oonfeod uses as reservea Tar seed, read, 
amd industriel requirements, i 


Table 2 


Commniet China: Retained Grain Imports, by Country of arizin 
LO61-62 


wtsend Metric Tone 





Firsts Half Becond Halt Firat Holt beoomd Belt Lobel. 


Australia 1,426 1,166 1, 00L any 3,760 
Canada 956 1,130 1,374 «635 4,095 
France aT eae aah 204 tS 
Other ale «33h 569 gas Lt 


Total 2,65) 2,089 3.278 L752 10,400 














the regime of Work on private plote and of trade in onen morkets re- 
aulied in a subetantial incresse in the supply of vegetables, fruits, 
ik sweet Potatoes in rural and urban areas, 


The adeesement of the harvest for L042 implies thet for the 
fourta. consecutive year the food aituation will be ctringent, The 
average diet in the 1962/63 consumption year 1a probably elighbly 
higher than that of the previous consumption yaar, Lergely aa the re- 
ault of increased production on private plots. Some decrease in cone 
aumption cen be expected during the apring, when supplies are tradi« 
tionally ab their lowest. Further improvement in per capita faod 
availabilities is highly unlikely before the firsi harvest in 1963. 


Cotten outpuh in 1962 ta eetimeted to hare been no mere than 
1 million tons (ginned) compared with 1.64 million tons in 1957. ‘The 
acreage planted to cotton in 1962 was well below the LOS? aereage be- 
pense of the urgent need to expand production. of food. Froducttion of 
other Industrial crops probably increased slightly but, together with 
cotton, these cropa provided little or na increase in supplies of 
Sericultural raw materials to light tatustry, As a reslt, textile 
rations and supplies of many other industrial consumer goods will re. 
main stringent. 


C. Industry 


ta 1902 the Chinese Communists seem to have achieved modersta 
succeaé tn carmying cut their polley of reshaping industry. Compared 
With 1961, there probably have been increases in the output of prioxity 
goede such au chemical fertilizer, of some farm implements, and of eae 
types oF light industrial and handicraft products; output per employed, 
worker probably bas increased sumeubat (1n large part, simply by Laying 
off excess labor and thereby adding to the problem of unemployment); 
technical and managerial peraonnel. probebly have teen aceneded fresher: 
prestige and responsibility; and protilems of quality, cost, and main 
tenanea of equipment probably have been eased (hut still perale¢ ae 
obetacles to industrial efforts}, 














the Leved of 

LBL production tn 196d wag about 50 percent of the 1959/0 
peak, oF apprindmately equel te that ef 1957. Production of agrleuLtural 
Ghemiedle, petroleum, some farm eduigment and tools, and light industrial 
products mede of trduetriel rew materiale waa eongiderably above the 
Level of L957, but production of the machine tuilding end texttla indus. 
tries was below that al 1OS7. Production of stest and electric power 
ney have heen ob roushly the level of 1996, 











4. major aconemié chjective in 1962 was to raise the level of 
industriel technology in order to create 4 base anpable of gupporting 
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the Purther develogment of militery industries and agricuitural chemical 
{ndastries. It ie not known whab technolagiosl progress wes made in 1968 

in the @ype cf industries needed to support an edvanced weapons program, 
tut Ineresces in the ovtyuh of chemlesl fertilieer end insecticides sug- 
gost ingpeoved technical sollity to operate planta in the chemical In- 
dustry, Nevertheless, there probably are some themleal fertiliser plants 

ag well as other heavy industrial plawte -~ for example, eireraft, ship- 

milling, and truck plants «« thet are producing below capacliy becaude 
of techoslogical deficiencies, These difficulties may exiat in the 
glawie themeelves or im supporting industries that supply components and 
materials. ; 


Aside from heavy industrial plants that are Having technical and 
mupply difficulties, unused capacity now exists in mmy siajor Industries. 
Whe reason For this aliuation in Light industry ig clears Tight indagtry : 
has been wniable to obtain bhe meacessery rew mobertale from ageioultiure. 
The veetons for Idle capucliy in beawy industry are more complex, One . 
important reagan dn additdon te the techaological Dactors mentioned 
shove is thet the drastic citback in the investment program and the sharp 
decline in intustriel oubyut have reduced the nead for beale heavy in~ 
dustrial items such ag dieel, electric tower, comabruction materials, 
and several major tygea of machinery. 
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Péetrolews 






Tt is eitimated thab the total amcunt ef petroleum products 
available in Commniat China in 196% wes slightly lesa than the total 
.eyallable in 1959, the last year for which data were published, but 

supplies apparently were adequate to meet the eesentlal needs of both 
civilian and military consumers, The domestically produced share of 
the kaehacee eqncrunit of petrouns products aver lable | 





about 50 heraent dn 1954, The eight ma gou ratinerias § 
teinad a high Level of operation throughowt the year. The primary 

wourtes of orade of canitinue to be the oilfields at Yaement, caren: 
sug the Tseidam Basin sud the ahale ofl plants at Fueshun. 





Tnports af petroleum troducts are estimated to have declined 
‘from 3.2 million tons in 1961 to 1.9 million tons in 1962, with the 
sharpest} decline teking Plate in imports af motor gasoline — from 
4.0 miklion tone in 1941 to & 3 million tona in 152. The decline in 
ingpoxrte of moter gaeoline ig believed to have been shsorbed mainly 
by the clyilien motor transport industry rather than by the military 
services, whose reqairedente probably increased late ia igh because 
of militery operations in Tibet. Communiet China cantimed to realy 












* Sable 3 followe on p. &. 


Communities China: Hebinabed iad of Pebrolews Preducta af 
1968 


ToteL supply Tempers Domestic Production _ 


Pevoerst Fercent 
Thaveand Theagend of Tote) Thoucand . of Total 
Product Metric Pons Metric Tons Supply Metrle Tens Supply 


Avietton 
enscline a0 &Q Wegh. leg. 
Jet fuel bo LS} “Ent Wegl, 
Meter gescline 1,50 420 Pay : 
Merogine + L4o 500 Gko 
Dlegel fuel, 240 300 
Lubricants 4 aa 
Beeidual ‘1,800 Hep. 


Patel 


Data are rounded, 


on imports of sirersit fueia and high-quality lubrtieanta, whieh remained 
im 1968 at the level of 1951, Ghing bas the capability of neodasing jet 
fuel, although suck production would necessarily reduce output af other 
petroleum products, and Aitficuities with quality prokhebhy would be en- _ 
countered, Uhing probably doea not have the capability to produce high+— 
teat aviation gaseline and certain Bighequality lubricants. 


E, Foreign Trade 


The economia and pollt¢ical diffieulties with which Commmatat 

Ching now finda iteelf confronted have bad 4 marked effect on ite foreien 
trade, The reduction in sgricultiral products available for expert, the 
deterloration ln Sino-Seviet relations, the cutback in investment, and 
the decline of industrial output have combined to Lover the total volume 
at trade and to alter aheargly dis direction and composition. Totel trade 
{imports plus expoxte} in 1662 may have amounted to 38.4 biliien ta $2.5 
billion* compared with 4.6 billion in 1999 (see Table 44"), The regina 


% S47 dollar values in thie report are in current US dollers. 
*% Table 4+ follows on py. 10, 

















otal, feporte 
Pomlatatts 
OF which: 


Cenktin 
Sagar 


Baw opterlala 
we whith: 
Fewils grtacks 
Rubber : 
Choate’ deréditzer 
‘Wackinery nf 
sqilpment 
ALL there 
Sokal ayporda 
Agviesiteral protuche 


Pale 
Toedihle 


 Minerata aed reget 
Chest aelw 
Hanndestored gooda 





Sr chica Bee Pou! 


%. Gedleding Mores Karas, Horeh Vistnin, ul Roogotin, 
# Gate do dacieded Jn tee mon-ioe tote), Chinete bred 
fs 


pry eitinveee. Linde 


Gommmisth China: 


Imports sand 





» Sager irperted Pech Cube, 


Eabet z 
Son SS 





Bem. 
Seis 


pists 





Fire 


pins of 





3 


Beri. 
Hawt, 


eh 


Sed. 
aN 
ris 


ao 


with He dovtab Biles may have Seen aq ee a6 SR LE OF we Wg ee #2 biblics, 





' fable & 





Lp 


Bowles’ 2 

Teta = Bae 5 
2 LR 
ae Regl. 
Fags Wexk. 
6 Bngl« 
ase ang 
Bi Be 
ie Begi. 
Sag. 
i ag 

ayo me 

&a a 

3 465 

Ere) AS 

vie S20 

ae Esica3 


spottes, by Major Commodity Groupings and Souress af 
1959-62 





wee-, 

Hee BY 
Ba 
ha. 


36 


ea 





Lae 

see 
310 
eas] 
Boy 
ay 


£9 
ae 














Revies Hone 
Blac Bf Biss 








is new concentrating on importa of foodatulfa and raw materials; imports 
of machinery und equipment may have dropped by 90 percent between 1959 
and. 1962. 






Trade with the UBER declined from a neak of $2.0 billion in 1999 
to $900 million to $600 million in 196@. To maet annual Long-term debt 
obligations to the DESH, Peking Le carrently rearired te watnhetn an ex-= 
pert surplus of shout #180 miilion in trade between the two countries, 

A protecel signed in April 1953, hovever, implied thet this surplus was 
even larger in 1962, indieeting thet the Chinese deliberately curtailed 
inperte Tron the USSR while exporting as much ea possible. This pro- 

_ Retol provided for Pering «- "in accordance with the destre’ of the 
Chinese -- to pay off in advance part of a 4320 million trade debt that 
tad bean scheduled to be patd over 4 years (1969-65), 













Throughout 1962 the Chinese Commmists were actively contacting 
Yeetern Rurcpean and Japanese suppliers of industrial producta, tat few 
contracts of any eige or importance were concluded, China's foreign 
exchange position remained tight, but the regime managed to maeh its 
ohligotions paecmpbly end even ta meke earlier-than-echeduled paymente 
on some debis to Blee and non-Bioe countries. 








Tit. Prospects 


A. Tnnediste Prospects 


Although the Chinese Communists seem to have entered 1669 in a 
mood of éauticons optimiam, the outlook for the next year or two is for. 
only a moderate upturn in industrial cutoub, ca thea onder of 5 to Lo 
percent a year. Seme further agrieultural recevery seems Likely, given 
average weather, but the depressed agricultural scene eolore the entire - 
econcmic oublenk, The lose of crucial momentum during the Lest 4. un- 
favorable years hee oreated = gap of formidable proportions, which has 
te be closed. Simply to reehore grain oatpit to « point where per capita 
consumption could be elevated to the 1957 Level would require a praduc~ 
tion Increase of abouh 20 whiten tens, amd for thie Level te be nelnie 
tained in subsequent years would require additional dnerenges of about 
4 mikiion tons anmeally. 














the Chinese Communists apparestly believe thes the point of 
worst difficulties has paséed and that the road chead, although dif’. 
ficult, sild bring continued tapravement. For example, they have 
been confident enough over the food catblock to say that more emphasia 
should be placed on cotton end other industriel crops, but nob con 
Tident enough to reduce food grain imports, whieh ore ta continue in 
the first half of 1955 at roughly the sume armel rate ag in 1651 and 
1968. Although ineressdngly -cobtuistic, Peking epperently believes 
























that 14 is premature to order an all-out production drive and seena 
to be hoping to lay the foundstion for en "upeurge in 1954, In 1953, 
for the thirh year in a row, the economy is to give priority to agri- 
culture and to concentrate on “readjusting” industry. According ta 
Peking, readjustment in industry in 1963 meaue giving support to egri- 
culture, gsivengthening the mining and timber industries, end redeing 
the technological Level iu order better to meet sgriowitmral and mili- 
tary needa. 


B. Future Beoncmts Policy 





The outlook fer the Chinese Comminiect economy over the next 
5 years or so will be heevlly itefivenced by the policy deciatons of 
the Leadership and by their ability to carry aut these poldetes Bucs 
‘cessfully, intake UO LE bee ie 



























RCOMIMLG Tailures save caused 
4 general Lose of conlitente in the leadership, Even these groups 

uke sre comuitted ta the regime und vhose loyalty remains fairly ebrong 
tave been affected. These include Barty members (17 million), simients 
(10 million in secondary snd tigher education), and even military per- 
sonnel (9 million), Peasant. apathy and distrust of Party policies 
prdbebly ia near the alltime high, In industry, in epite of the sdop- 
tion during the past & years of moderate policies designed ta correct 
“leep forward” wistekes, bbe morale of workers eee, ip still low, 

















The future trond in econemle poliedes is chill obscure and tg 
an important element in the uncertainty of future economic developments, 
The present priority accorded agricultural develowment ia untae te a 
Communist state, aod many leaders in Peking probebly will become in- 
orenoiigly Impatient with cantinued daferral of the nettonel gosl of 
tullding rapidly a modern industrial snd military power, ‘There are 
strong radical as well as moderate elements in the Party leadership, 
anh although both factions seem to be egreed that “lean ‘forward 
methade were wasteful, they can be expected ta disagree over such 
netiers ad bow much reliance should be placed on ideological ahd argan« 
izetionel solutions to economic problems. ‘The yeiisale probably would 
dike to introduce more experimentation in ecotemie organigetions snd — 
progres, The madetates as a whole probably would be setdefied with 
the general Sovlet~style approach followed during most of the First 
Five Year Plan, but they also have a Liberal, wing, which early in 1962 
indicated that tt vould like to see more shresa om nrofit incentives ani 
4 freer type of soolaliem <= although this kind of thinking hes not been 
in evidence since Baptenber 1962, There is little chence that the 
Literel vlews will be adopted, tut they may serve aa a check on the more 
extrem radical elementa in the Leadershin. 


In November 196¢, several nigh«ranking officials, Lieloding 
four Politburo members, were appointed to the State Planning Commission. 














It ts probable that the euguented comission is serving as a tusk 
fares to work owh giddelines foe a Think Pive Year Plan te run iro 
L963 through 1967. The outline of such 4 plan could tbe announced ab 
the next sesaion of the National Peoples Congresses, which ia scheduled 
to convent in the second quarter of 1965, Ey tublishing a-plen for 
the next 5 years, even though if probebly will be genercl and quali~ 
tative rather bhan epenifie, the Porky may hope to regain a measure 
of public confldence, The general lings that may be adoghed for 
agriculture ond industry have Ween suggested im articles published 
since the loth Perty Plemm of deptenber 1962, 


C. Agricaliure 


The regime inbemde to canidnus ta give priority te agricqliure 
and ab the present time appesrs to be thinking in terme of an agrical- 
Saurel program that will require 20 te 25 years, Moderation and compare 
ative reasonubleness are evident both in the gradualnesa implicit in 
the effort and in the eppewerth enphasis on receerch and extension ace 
tivities and on production of chemical fertilizers, The questdon, bow 
aver, La tot whether sunk 4 pregren will bear: frult -- the acope for 
improvement 146 eco great that 16 could hardly wradd doing eq «= But 
Yhether increased of the magnitude reqaired will be fortheeming quickly. 
it is believed thet they will not, in suite of China's being in a poe 
sition ta draw on and profit by the experience of euch Agtan countates. 
as Fapan and Taiwan, which have dremetically ineressed farm output in 
recent years, 


The Jepanese and Talwaneee cases poirh up two baeie Factors 
regarding agricultural roderniaation, The comet widely recogoieed face ~ 
hot, of course, is the irime importance od chemical fertilizers under 
Asian system of lotensive cultivebion. The “agricultural miracles" 
in both countries were directly asseclated with the in¢reaged tise of 
fertilizer, and in hoth ecuntries the rate of fertilizer applicetion 
fex exceeds that in Communieh Chine, se follows; 





Kilograms of Chemteal Perth liger 
scan per Planted Hectare 





China (1952 eatimate) 5 


Talyen (1960/61 erop year) LLO 
Japan (1660/64 crap year} 228 




















‘Frequently overlocked ia a eecomd fsetor: that agricultural inputs 
are closely loterdependent ard that they waen be developed in con- 
junction if they are to produce maximum results. Thug increased 
yields in Taiven end Japan reflect mot only the teavler use of chen- 
teal fertilisers but aiao many other influences, inchuding improved 
qultureal practices, new crop varieties thet are regponelve to Certil- 
tzation, the wider use of pesticides, and better conmirel of water. 


The immediate otlook for Cemmniat Chim ie net favorable with 
respect ta any of these fawtors, China's ability te produce chemical 
fertilizers dg std]. negligible and hus teen afferted markedly py the 
warrent adodtents oriadd and the dispute with the USSR, The installed 
caopecdty of chemies) Pertilfser planta amoints to no more then abowh 
3 willion tons (grees beavis) met of 1¢ provided by the USSR, and during 
1362 a combination of poor operating proceiiures, breekdowns of equipment, 
end ehorhagea of vew materiale in believed tu heye kept outpat acerer 
2 million tons. Wp to the present, China hag made little progress in 
construction of new Tertdliser plests by ite awn efforts, albhough the 
regime during the pest several years has proclaimed a higa prierity 
for wwilding such plants. In LOWO and 1040, consbruction of elpht new 
plants wae begufi, each with a capactiy of abows 100,000 tons (gross 
pagie), Thos for, only two of these plants beve bean completed; theix 
tonetrustion tadk nearly 3 yeara; and in both plents, techiieal dif~ 
Tieulties arg helieaved to ba causing faltering production. Threa more 
new Plante mey be completed during 1963, pak they alan are expected to 
experiaics probleme for a year cu more. 


Ta view of the diffteulties thet the Chinese have experianced 
in implementing even thie Limited expansion progrem, eubstartial dn- | 
Greages in the avedletiiity of Pertdidser sean to be ont of the dues. 
tion during the next few years. Some increase may be obtained Thaw. 
expanded daperta from the West (at a cost of at least $46 per tan} and 
from mires se the animal gopuletten racorers, bat truly sientficent 
additions can only come from domestic chemieal cutrut, If the Chinese 
relied upon dinporte to provide an enmaal fertillaer supply of 1 miLbion 
toos (urase basie}, the totel cost in scarce foreien exchange would be 
at least BUM million for « Ld-year period. It thas seema unlikely thet 
they will place heavy reliance on duporte to meek thele Long-term fer- 
tiliger requirements, 


Verbillacr-responis estimates for Ching rest on extremely ~ 
apothy evidence; 4 retig of @ tetas of grain for each additdenel ton 
af chemical fertiliger (gvosa basis), however, is a very rough rule 
of thumh, On the basia of thie ratio, in order to nraduce © million 
aiittdonal tone of grein esech year, or one-half of the annual inw 
érement nesied to keep pane with popaleabion growth, Cains would have 
ta bring inte producticn the equivalent of ten 150,000-ten plants 
each year, 
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That the Chinese Commutiiets themselves believe such a target 
would prova beyond thelr capabilities for many years ta ceme ta ate 
bested to by their chjechive af elevating fertiliser production ta 4 mite 
Liot. tone (gresa basis} in LO years, presumably by 1972, This goal ap- 
parently representa whet Peking twele to be the best thot can he obtained 
fram the substantial effort rucently announced, including conversion of 
ah leset LOO exishing mmchitie-tailding facilities to the manufacture of 
aculpynenh far Perihiliger plants. 


Inportetion of fertilizer planta le a posalble alternative. 
Complete qlunte purchaged ebroad wlth & total enniual capactig of 1 
million tone (grose baeia) of fertilizer probably would cost $100 
willion to $190 million, however «- a sizable ancunt in view of 
China's tight foreien exchange eitustion. 


fom: inerenages in output of course may be etperbed to acerue 
from such complementary inputs as better water control, pesticides, 
and improve crop yartleties, bub the wagnitude of these wains probably 
WiLL be modest for come yoarsa, Th teok Japan and Tadwen more then 
50 years to betld up the technology and the eclentifice understanding 
thet underpins the productivity of their agricultural aecters. ALbhough 
Temmnieh Ching 26 in oa noaltion te teke ever end prefit from mich of 
thie knowledge immetiietely, to apply it to Loesal conditdens will te «a 
time-consuming an complex task, die thot will, davelve patient ebeerira- 
tion and testing Ser oa number of years. It is alac a tagk that China 
is poorly euaipped to undertuke. Gecuise industry tonk preference over 
sgriqaliture in the regite’s early invesimert and training programa, 
Casing now Finis trwelf whith fever than 1,000 competent agricultural 
eolentistea, Until these few sclewhlatea begin ta be Jadmed by others, 
perbepe in 3 to 5 years, Shey wlll be devoting most of theatr efforis 
to ligring the foundation for Pubure gains. 


Tt de not poseible to say how Dewariciel the recent decentraliea= 
tion af controle will be on production in rural Ching, but 1G 1s worth 
noting thet woeh of the new-found seal of LOGS ta believed to heve heen 
divected by the pessanhe to their private plots and not to the cole 
lectively cultivated Lani and that thea greater pert of the recent In- 
eremse in food supplies da moet likely attrituteble ta private, not 
osllective, production, 


D. Industry 


The current emphasis on inductries produeing goods for agricul 
ture and for consumers la Likely to comhione for a least the mex jeer 
orag., Alag, Stine branches off neany lodustry thet cannot produce encugh 
ta meet the requlreueita of the economy are likely to be alloested ins 
Crensed rescuresd for expansion of plant and technical competence. 
















































Tndustries that prooably will be emphasized include mining, producers 
ef chemicals and mackinery for agrieulture, producers of some chemical 


raw materiale for Lighh industry, and industries thab will hein to 
broaden Chineas Communiet technological capebiitiies, The letter group ‘ 
of industries Will be needed to develop 4 netive capebility for pendac- ; 


ing a wide variety (uot not necessarily a Llerge volume} of complex 

machinery and selected metals and chemicals, which in tutn will be needed 
in the development of chamies] fertiliser industries and the praducbion ; 
of rucleer weapons ant guided miseiles. : 


Frospacta for reevwting tadustrial growkh are contingent on re- : 
covery in agrlcultuxs. Agriculture historically has been the key sector : 
ef the Chinese economy, but today it is, as never before, the pivotal 

component, If a level of egrieuiturel recovery satiefuctory to the ‘ 
lesiership ts achieved ~- and thig Level might well be less them the { 
wer capita level abtained in 1957 «- industrial production sould be 
pudkel rapidly for a year or two beenuse ile capacity existe in many 
industries, After existing capacity ia put td usa, growth ia indus- 
beial production would glow down if present goele feo industry ~~ which 
stress variety and quality rather than quantity -~ and Feking's go-it- 
pions pelicy are reteined,. The elogen of avertaking the UR in LO tea 

13 yeors in total production of basic industrial items ta now dead. 
Similarly, the regime haa dropped its one-time goal of producing ky pritb= 
lion tone of wrude steel by LOS], end 1% probably would be satisfied 
now if 15 atiained half thet i 


Keonomic elements important te the Chinese Contintiet sdvenced 
weapons program inelude the extent of Soviet ald, Chinese industrial 
capabllitied, and economia priorities. Soviet technical aseistance 
‘a industry -- including services af teckalelana and selentista, tech 
nitel data, ani sasistancea etiboiied In machinary «- has been very 
email since L960, Independent Chinese technological capabllities in 
indushey seem to have been overrated in the past, fidging from the 
many reports received in LO61-Gi about difficulties in operating 
oyleting industries ani in completing even the simpler construction 
projects abandoned by Soviet techticians in the mid-1960 exodus. This 
ettustion of extremely limited techuical resources suggests that the 
Chinese mugt allocate their relatively few competent aclentists and 
technielang with great cara to activities of tha highest priority. 









7S a certain 
extthemt, tas develogmert IRdUetrLes EMYPL Vlg Maberiale end machine 
ery to the advanced weapons program mist compete for Beeree resources 
with the development of industries swoperting egriculture, which is 
new auobher high-priority eres. In view of the slight improvement in 
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the agriculturel situation, however, 1) ia likely that some Limited 
program for advanced weapone development is now accorded top priority. 


KE. Foreign Trede 


Prospects fox inereesing the foreign trade of Communist China 
ara Limited, partly because of Pekingis beipibened dedive for self 
surficienty. The Gino-Goviet trede pact for 1965 was signed in Moscow 
on 20 April 1963, efter nearly § montha of talks. We indicwtion of 
the lavel of trade anhicipdted thie year was given, suggesting that 
dino @oviet trade in 1064 will contiowe et roughly the iow level of 
1962, Although China my turn to the West to replace some Bloc sources 
of machinery, sach purchases probaily will be selective. The Chinese 
will contime to te reluctant to buy mechinery thet they cannot madn« 
tain and repair themselves, Moreover, according to a member of a 
SHinese tachutcel miseion thet recently toured Western Europe, 15 will 
be Chinese policy to import technology mainly by imparting probotypes, 
including whole plants, to te copied in Cedna, a practice that the 
Chinese have used to some extent in the past. In view of the backward+ 
neas of the.Chinese maciine tviiding industry, 3 polley of importing 
Brimorily prototypes would bé a slow methed of tuiiding up industrial 
technology. 


The cublock for trade with Japon ia checure ln spite of the 
signing of -« long-term trade agreement in Hovember i962, Japan could 
be s highly profitable market fer low-pricad, bulky minerals gach a8 
salh, magnesite, coal, end iron ore that are Bard fue Commaniet China 
to sell eleewhere. Ferhans for political reasana, However, China bas 
not made large quantities of euch producte avatlable at attractive 
riees and conditions, and erratic end unstable political relations 
have discouraged potential, Japanese industriel users from regarding 
({ivina as a source foo Large quantities af sacl products. Neverthelead, 
Sino-Japanese trade bas teen rising slowly and may continue to expand. : 


further disruptive effecta on China's economy would follow 
a complete Sino-Geviet break, tat the Chinese could reeaver from this 
break if they wore willing to pay the economle and political costa 
of ineressing their trade with non-Bloc countries, About $350 mil- 
lion to $450 million of the axparts to Bloc cowrbries in 1962 could 
te diverted to non-Hloc markets, an emcuni at leaet equal te Chinese 
imports from Bloc countries in 1962. The Chinese could import from 
nom~Biee countries all of the chemtesls and metala imported From the 
Soviet Bloc in i962 and nearly 2) of the machinery en equdmment, 
the petroleum products, and the industrial rew materials. Large-acale 
diversion of Chinese trade from Biec to nom-Bloc countries would In- 
volve initial costs to the Uniness of developing new marketia for thelr 
exporta and new sources for their imports end would require costly and 
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time-consuming adjustments to Weebern specifications for most machinery 
imports. Chinese ettenute to expand exuerts to nmon-Bloee countries, 
after an initial adjustment period, would run into increasing difficul- 
ties because the markening of greatexy quantities of Chinese products 
WoaLd dierant some Weelern commodity markets. Tn addition, Lerge-scale 
expaneion of trade with non-Kloe aountyies would placa reatretuha on 
Chinese foruion policy, incbiding the subordination of political goals 
in trade with dopen, and would require the Chinese to sapply technical 
deta ta Weatern businesemen, to accept non-Sloc techniciang in China, 
amd to send Chinese perecritel oubeide the Blac for training. 
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Regardless of whet eyuroach the Chinese Commmiata may teke to 
eeomonia recovery in the next 4 years, the population pressure on food 
peecureess WLLL continue to be a major underlying problem. The rete of 
ovulation growth averaged sn eatimabed 2.4 percent from 1993 through 
1955, slowed down to 1.5 ta 2.0 percent in resent years, and probably 
WiLL tine if average dlete improve. There ls little thet the govern~ 
ment cin du to envtrol the birth rete effectively, espacielly in rural 
areaa vbere social beliats are herd to change and mediesl services are 
goor, Since the spring of 1952 a low-key cumpaign hea ‘been conducted 
in urban arena to @ttourdge Late marriages and family plarming, but 
this poliloy will here only & newligible effect on the national birth 
reke. The idea of birth cenmtrel fs not ponular among Marxiota im any 
cans, and the streas in China, sinea the Loth Pleman in Senbember, on 
intreasing Laher productivity in both industry and serfieultiura suggests 
thet the lesderehip combines te hold the orthoiiox view which regards 
potwlatidon primeriiy os a productive asset rether then « problem, 









